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BUDGET SHORTFALL - HEALTH SERVICES

On July 27, 2010, during your Board's discussion of Item Nos. S-1 and 22,
Supervisor Antonovich instructed the Chief Executive Officer (CEO) to report back to

the Board in one week with the following: 1) definitive plan to address the budget
shortall; 2) detailed breakdown of the various sources of both short-term and long-term
revenue associated with a patient mix consisting of approximately 50 percent insured
patients and 50 percent uninsured patients under healthcare reform; 3) complete and
thorough answer regarding which services to patients are mandated, but not
compensated; and 4) detailed information regarding the specific services that are
included in the definition of subsistence care.

Your Board also requested that the CEO and Department of Health Services (DHS)
provide a detailed analysis of what specific cuts must be made to our healthcare system
if the waiver, Provider Fee and Federal Medical Assistance Program extension revenue
options fail to materialize, and report back in 15 days. Analysis should also include any
and all cuts and reductions to inpatient, Public Private Partnership (PPP), specialty and
ambulatory care services countywide, in order to balance DHS' operating budget in
2010-11.

We are currently working with DHS to provide a complete report on the requested items.
In the interim, this is to provide your Board with the following status.
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Budget Shortall - the definitive plan to address the budget shortall will be provided to
your Board by August 10, 2010. We believe the budget shortall information should be
presented in conjunction with the analysis of budget cuts and options as the requests
are similar and additional time is needed to complete our report.

Mandated and Subsistence Care - Information regarding mandated, but not
compensated services, as well as services under subsistence care will be addressed in
a separate report to your Board by August 24, 2010.

Revenue Sources Under Healthcare Reform - The other item requested by your Board
was a detailed breakdown of the various sources of both short-term and long-term
revenue associated with a patient mix consisting of approximately 50 percent insured
patients and 50 percent uninsured patients under healthcare reform.

The implementation of the Patient Protection and Affordable Care Act (healthcare
reform) legislation will have a profound effect on DHS over the next several years.
Currently, 70 percent of DHS and PPP patients are uninsured (515,000 patients).
Under healthcare reform, approximately 250,000 of these patients will be eligible for
Medi-Cal and another 5,000 patients will be eligible for subsidized coverage under an
insurance exchange structure. Nearly all of these newly insured patients will likely be
assigned to managed care plans. Additional patients who are currently covered by
Medi-Cal may also be shifted to managed care plans under the State's proposal for the
next 1115 Waiver. Financing streams and incentives are expected to shift accordingly.

Under healthcare reform, DHS estimates that it may serve a patient payer mix of
roughly 40 percent uninsured and 45 percent Medi-Cal managed care, with the
remainder being covered by other sources including Medicare, private insurance, and
other third party sources. Revenue for services to the uninsured will primarily come
from Disproportionate Share Hospital (DSH) funds. DHS expects to receive capitated
payments for the patients under Medi-Cal managed care plans.

If you have any questions or need additional information, please contact Sheila Shima,
Deputy Chief Executive Officer at (213) 974-1160.
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SUBJECT:. DEPARTMENT OF HEALTH SERVICES' (DHS) 
FISCAL OUTLOOK (BOARD AGENDA, ITEM S-I, 
SEPTEMBER 28,2010) 

This is to provide a Summary of Changes in the DHS Fiscal Outlook 
(Attachment I) since our last Budget Committee of the Whole report to 
your Board on May 18, 2010. As indicated in the Summary of Changes, 
the Fiscal Year (FY) 2009-10 year-end balance in the Department's 
designation fund is $3.9 million, and the current estimated shortfall for FY 
2010-1 1 is $(270.6) million. The developments contributing to these 
changes are summarized in the attached Summary of Changes. Key 
developments impacting the fiscal forecast are described in this report. 
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Tel: (213) 240-8101 The year-end positive balance for FY 2009-10 and the reduction in the 
Fax: (213) 481-0503 estimated deficit for FY 201 0-1 1 are primarily due to the accrual of 

anticipated Hospital Provider Fee funds, an adjustment to increase the 
www~dhs~'amuntv~aov Measure B property assessment rate, and the extension of the enhanced 

Federal Medical Assistance Percentage (FMAP) from January through 
June 201 1. The Department accrued $144.2 million in FY 2009-10 in 

To improve health anticipated Provider Fee funds. The Measure B increase provides $14.7 
million on an ongoing annual basis, beginning in FY 201 0-1 1. The value 

fhrough leadership' of the FMAP extension is estimated to be approximately $22.0 million for 
service and educafion. FY 201 0-1 1, a reduction of $1 1.8 million from the original estimate. 

Potential Solutions to Reduce FYs 201 0-1 1 and 201 1-1 2 Deficits 

The "Ideas for Potential Solutions" that could improve the fiscal forecast 
are summarized in Attachment II. The highlights of the major components * are described below. 0 

0 
,& Hospital Provider Fee 
C a On September 8, 201 0, AB 1653, was signed into law. This bill 
8 establishes the hospital provider fee program for the period April 2009 
I 

4 through December 2010. Additional legislation will be required to extend 
the fee from the January 201 1 through June 201 1 period to coincide with 

v 
















